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SUBJECT: PRELIMINARY REPORT ON GOT TALKS WITH COMMERCIAL BANKS 
REF: A) ANKARA 2459, B) ISTANBUL 910 

1 . REPRESENTATIVES OF SIX INTERNATIOMAL BANKS (MORGAN 
GUARANTY, CITIBANK, CHASE MANHATTAN. DEUTSCHE BANK, UNION 
BANK OF SWITZERLAND AND BARCLAY'S BANK) HELD TALKS APRIL 
14-15 WITH TURKISH CENTRAL BANK, MINISTRY OF FINANCE 

AND STATE PLANNING ORGANIZATION OFFICIALS CONCERNING 
ROLLOVERS OF CONVERTIBLE LIRA DEPOSITS (CTL’S), REFINANCING 
OF ARREARS TO BANKS AND THE PROVISION OF NEW EUROCURRENCY 
CREDIT TO TURKEY. TURKISH OFFICIALS PROVIDED THE BANKS 
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WITH THE TERMS OF THE IMF LETTER OF INTENT, AND. FOR 
THE FIRST TIME, WITH DETAILED CENTRAL BANK CASH FLOW 
PROJECTIONS AND FIVE-YEAR BALANCE OF PAYMENTS AND DEBT 
SERVICE PROJECTIONS. 

2. CENTRAL BANK GOVERNOR SADIKLAR, WHO CHAIRED THE 
MEETING, EMPHASIZED THAT TURKEY IMMEDIATELY NEEDED $600 
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MILLION IN NEW MONEY TO FINANCE URGENT IMPORTS, MAINLY 
OF FERTILIZER, BUT ALSO OF TRACTORS AND OTHER AGRICULTURAL 
INPUTS. HE ARGUED THAT TURKEY COULD NOT WAIT UNTIL LATER 
IN THE YEAR TO GO TO THE EURO-CURRENCY MARKET BUT NEEDED 
THE NEW MONEY NOW. THE BANKS DID NOT COMMIT THEMSELVES 
TO RAISING A SPECIFIC AMOUNT OF NEW MONEY FOR TURKEY; BUT 
MORGAN REPRESENTATIVE RODNEY WAGNER, IN A BRIEF TALK SATURDAY 
WITH ECON/COM COUNSELOR, SAID THAT BANKS AGREED TO LOOK AT 
THE POSSIBILITY OF PROVIDING SOME NEW FINANCING PROMPTLY 
FOR ESSSNTIAL IMPORTS. ON FRIDAY, DICK GEORGE OF CITIBANK 
COMMENTED THWT NEW FINANCING WOULD BE HARD TO SELL TO HIS HEAD 
OFFICE. WAGNER THOUGHT IT WOULD BE POSSIBLE TO PUT TOGETHER 
A GROUP OF 35-40 BANKS THAT WOULD BE WILLING TO PROVIDE NEW 
MONEY SOON. HE HAD NO WAY OF KNOWING HOW MUCH MIGHT BE RAISED. 

3. WHILE GETTING NEW MONEY WAS TURKEY'S TOP PRIORITY, 

THE BANKS' PRIORITIES WERE TO REGULARIZE BANK CREDIT ARREARS 
AND CTL'S. THE TURKS ASKED FOR EIGHT-YEAR REPAYMENT TERMS 
WITH A THREE- YEAR GRACE PERIOD. THE BANKS OFFERED SEVEN 
-YEAR REPAYMENT TERMS WITH A TWO-YEAR GRACE PERIOD. (ACCORDING 
TO UNCONFIRMED NEWSPAPER REPORTS, A COMPROMISE WAS REACHED 
PROVIDING SEVEN- YEARS REPAYMENT WITH THREE- YEARS GRACE 
FOR BOTH CTL'S AND ARREARS ON BANKERS' CREDITS. 

4. ACCORDING TOHGEORGE OF CITIBANK AND WAGNER OF MORGAN, 
REFINANCING OF APPROXIMATELY $475 MILLION IN BANKERS' CREDITS 
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COULD BE EASILY ARRANGED SINCE EACH INDIVIDUAL BANK WOULD 
ROLLOVER WHAT IT WAS OWED. GEORGE SAID THAT ABOUT 14 BANKS 
HELD ALL OF THIS DEBT. 

5. DEALING WITH CONVERTIBLE LIRA DEPOSITS IS MORE 
COMPLICATED. ABOQT 230 BANKS HOLD CTL'S, 60 PERCENT OF 
WHICH ARE DENOMINATED IN SWISS FRANCS, 28HPERCENT IN 
DEUTSCHE MARKS, AND ONLY 10 PERCENT IN US DOLLARS. 

ABOUT $400 MILLION IN CTL PRINCIPAL IS PAST DUE AND $25 
MILLION IN INTEREST. IF TURKISH BANKS CAN CONVINCE THEIR 
DEPOSITORS TO ROLL OVER THESE PAST DUE CTL'S, THE EXCHANGE 
GUARANTEE CEILING (PREVIOUSLY $2.0 BILLION) WILL BE INCREASED 
TO COVER THE AMOUNT OF CTL'S WHICH ARE ROLLED OVER. THUS 
THE CENTRAL BANK'S EXCHANGE GUARANTEE LIABILITY ON CTL’S IS 
POTENTIALLY INCREASED TO $2.4 BILLION. THE SIX BANKS HAVE 
AGREED, FOR AN AGENT'S FEE, TO COORDINATE AN EFFORT TO GET 
EACH OF THE 230 BANKS WHICH HOLD CTL'S TO VOLUNTARILY ROLL 
OVER THESE DEPOSITS. 

6. THE CENTRAL BANK'S GOAL WAS TO CONVERT THE CTL'S 

INTO A TERM LOAN WHICH WOULD BE RETIRED IN EQUAL INSTALLMENTS 
AFTER THE GRACE PERIOD. 
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7. THE SIX BANKS DID NOT DEAL WITH THE PROBLEMS OF 
REFINANCING $1.7 BILLION IN OVERDUE SUPPLIERS' CREDITS. 

WAGNER OF MORGAN SAID THAT THE BANKS HAD LITTLE EXPERIENCE 
IN THIS AREA AND THEY DID NOT PRESUME TO GIVE THE TURKISH 
GOVERNMENT ADVICE ON HOW TO HANDLE THE PROBLEM. HOWEVER, 
GEORGE OF CITIBANK SAID THAT PROSPECTS FOR HIS "CONSTRUCTIVE 
REMITTANCE" SCHEME LOOKED GOOD. (SEE REF B). THE SCHEME, 

UNDER WHICH MULTINATIONAL CORPORATIONS WOULD GUARANTEE A 
LOAN TO THE CENTRAL BWNK EARMARKED TO PAY OFF ARREARS OWED 
TO IT, HAS NOT YET BEEN COMPLETELY ACCEPTED BY THE CENTRAL 
BANK. CITIBANK WANTS TO GET CENTRAL BANK'S WRITTEN APPROVAL 
BY ABOUT APRIL 24 IN ORDER TO FIRM UP COMMITMENTS FROM 
POTENTIAL GUARANTOR CORPORATIONS. 
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8. COMMENT. EMBOFFS WILL BE TALKING WITH TURKISH 
OFFICIALS LATER TODAY (APRIL 17) TO GET TURKISH VIEWS 

ON THE TALKS WITH THE BANKS. ON FRIDAY, CITIBANK REPORTED 
THAT THERE WAS TO BE A JOINT STATEMENT ISSUED AT THE END 
OF THE TALKS. IT MAY BE SIGNIFICANT THAT NO STATEMENT WAS 
ISSUED. THE FACT SUGGESTS THAT BANK REPRESENTATIVES AND 
TURKISH AUTHORITIES STILL HAVE DECISIONS TO MAKE. 

9. RODNEY WAGNER OF MORGAN GUARANTY SAID HE PLANNED TO 
CALL ON ASSISTANT SECRETARY JULIUS KATZ THIS WEEK TO BRIEF 
HIM ON THE MEETING. 

DILLON 
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